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THE FAIR LABOR STAN ARDS ACT: 
CHANGES MADE BY THE 101ST CONGRESS 
AND THEIR IMPLICATIONS 

SUMMARY 



The Federal minimum wage rate is set by Congress, fixed in statute, and 
remains at the fixed level until Congress acts to alter it. Under the 1989 Fair 
Labor Standards Act (FLSA) amendments (P.L. 101-157), the Federal minimum 
wage was increased, in steps, from $3.35 per hour to $4.25 per hour as of April 
1, 1991. (To have maintained the value of the Federal minimum wage in 1978 
dollars, the rate for April 1, 1990, would have had to have been about $5.45.) 

A limited sub-minimum wage (or "training wage") provision was added to 
the Act. It allows for a slightly reduced wage rate through 180 days for certain 
persons under 20 years of age. The arrangement sunsets after April 1, 1993. 
The definition of enterprise coverage and of the small business exemption was 
modified and the dollar volume threshold for coverage was changed from $362,500 
to $500,000. The tip credit provisions were altered to make them more favorable 
to employers: increasing this employer credit option from 40 percent of the otherwise 
applicable minimum wage prior to the 1989 amendments, in steps to 50 percent 
after April 1, 1991. And, among other changes in the statute, the rights and 
protections of the Act (minimum wages, overtime pay, "equal pay" and child labor 
restrictions) were extended to employees of the House of Representatives and to 
those of the Architect of the Capitol. The pattern of application of the minimum 
wage to the Virgin Islands and Puerto Rico was altered , bringing the Virgin Islands 
up to the national standard and moving Puerto Rico in that same direction. Later, 
in October 1990, Congress further amended the FLSA with legislation (S. 2930, 
P.L. 101-583) that altered the evidentiary requirements for calculation a special 
minimum wage for American Samoa and changed the overtime pay requirements 
of the Act with respect to certain computer service personnel. 

Since 1981, there seems to have been a gradual decline in the number of hourly 
paid workers employed "at or below" the Federal minimum wage: as few as 3.927 
million in 1988. However, that decline would seem to be, in part at least, a reflection 
of the declining value of the Federal minimum wage itself through the period. 
[If the minimum wage were calculated in constant dollars (based upon the 1978 
level), then the number employed "at or below" the minimum wage would be between 
12 and 15 million persons.] The majority of such workers are women and nearly 
two-thirds are adults over the age of 20 years. 

Initially, in the 101st Congress , a measure to increase the Federal minimum 
wage (and to make numerous other changes in the FLSA) was passed by both 
the House and the Senate but, in June 1989, it was vetoed by President Bush. 
An effort by the House to override the President’s veto was unsuccessful. Later, 
new legislation was introduced and approved both by the House and by the Senate. 
On November 17, 1989, President Bush signed the bill (P.L. 101-157). 
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THE FAIR LABOR STANDARDS ACT: 
CHANGES MADE BY THE 101ST CONGRESS 
AND THEIR IMPLICATIONS 



In 1977, Congress legislated a series of step increases in the Federal minimum 
wage for covered workers, the first mandated increase (to $2.65 per hour) taking 
effect on January 1, 1978, with other increases following through 1981. Thereafter, 
the rate remained fixed at the 1981 level. Since the Federal minimum wage is 
set forth in statute, it changes only in response to specific action by the Congress. 

Through the period during which the step increases were given effect (1978- 
1981), inflation overwhelmed the statutory increments, the mandated increases 
failing to keep pace with the cost of living. The value of the minimum wage was 
further eroded after 1981. To have maintained its January 1978 purchasing power, 
the Federal minimum wage would have had to have been raised to about $5.45 
cents per hour by April 1, 1990. 

On November 1, 1989, the House of Representatives adopted legislation to 
increase the Federal minimum wage and for other purposes. The Senate concurred 
on November 8th and the measure was signed by President Bush on November 
17, 1989. (P.L. 101-157.) Under the Act, Congress increased the minimum wage 
to $3.80 per hour after April 1, 1990, and to $4.25 per hour after April 1, 1991. 

Further, in October 1990, Congress approved additional amendments to the 
Fair Labor Standards Act (FLSA). S. 2930 (P.L. 101-583) alters the manner in 
which the Federal minimum wage is calculated in American Samoa and changes 
the overtime pay requirements of the Act with respect to certain computer service 
personnel. Public Law 101-583 was signed by President Bush on November 15, 
1990. 



THE SETTING AND CONTEXT 

Since enactment of the initial Federal wage and hour legislation in 1938 (the 
Fair Labor Standards Act, or FLSA), amendments to the measure seem to have 
been something of a litmus test for public officials. 

Support for the minimum wage has been viewed by many as an expression 
of concern for "the working poor" -- for those usually not represented by a trade 
union, with few skills and little bargaining power. Among those who have urged 
an increase in the Federal minimum have been social reformers, the civil rights 
community, spokespersons for the handicapped, trade unionists, and certain 
economists. Industry/employer and small business representatives, with certain 
other economists, conversely, have argued that the minimum wage has been harmful 
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to the unskilled and those newly entering the workforce, allegedly pricing them 
out of the market and thereby creating additional joblessness. 

Minimum wage critics have also expressed concern that the concept violates 
the "free market," is inflationary, and imposes an unnecessary burden upon employers 
who are called upon to pay the bill for the decisions of the policymakers. On the 
other hand, some have suggested that low wages, supplemented by welfare, tax 
credits, and related public assistance, in effect amount to a subsidy to the employers 
of low-wage workers. In the 1930s, President Roosevelt and many in Congress 
viewed minimum wage legislation as a wage floor and an essential part of the 
Nation’s overall economic structure. They saw the minimum wage as insuring 
a responsible relationship between the worker, his/her earnings, and the work 
performed. 

Through the years, the respective positions have hardened, with little new 
in the way of argument or reason, pro or con. 1 Support or opposition may, 
ultimately, be as much a matter of philosophy as of economics. 



SCOPE OF THE FAIR LABOR STANDARDS ACT 

The minimum wage provisions of the Fair Labor Standards Act, according 
to 1986 data, covered about 74.6 million workers out of a total of 105.0 million 
employed wage and salary workers in the civilian labor force. Many "covered" 
workers, however, earn in excess of the minimum rate. Thus, "covered workers" 
and workers "employed at or below" are quite different things. The Department 
of Labor estimates that, when the minimum wage was raised to $3.35 per hour 
in January 1981, some 5.5 million workers received wage increases as their employers 
came into compliance with the law. 

Changing Demographics of the Minimum Wage Workforce 

Since 1981, the number of workers "employed at or below" the Federal minimum 
rate seems gradually to have declined. By 1988, the number so employed ("at 
or below") had dropped to about 3.927 million. 2 However, one must recall that, 
during the period, the purchasing power or value of the minimum wage had declined 
as well. As the value of the minimum wage erodes, the number of persons employed 
"at or below" the minimum wage, by attrition, can be expected to decline as well, 
while the general market wage increases. Were one to hold constant the purchasing 
power of the minimum wage at the 1978 level (that is, to increase the minimum 



1 U.S. Library of Congress. Congressional Research Service. The Fair Labor 
Standards Act: Analysis of Economic Issues in the Debates of 1937-1938. Report 
No. 89-568 E, by William G. Whittaker. Washington, 1989. 76 p. 

2 U.S. Library of Congress. Congressional Research Service. The Federal 
MinimumWage Population: A Statistical Analysis, 1988 Data. Report No. 89-690 
E, by William G. Whittaker. Washington, 1989. 29 p. This report reflects the 
demographics at the time of the minimum wage debates in 1989. 
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wage in keeping with increases in the cost-of-living), then the number of persons 
employed "at or below" the Federal minimum in 1988 would have been between 
12 million and 15 million workers and likely in excess of that by January 1990. 
[Estimates are based upon data provided by the Bureau of Labor Statistics, U.S. 
Department of Labor, and represent "wage and salary" workers, paid hourly, for 
1988, and are rough approximations.] Indexation of the minimum wage, however, 
could have had the effect of diminishing the number of workers employed at this 
wage level through what some allege is a disemployment impact. 

It is those employed persons, some would argue, paid a wage at or below the 
Federal minimum in terms of 1978 constant dollars, the economically disadvantaged 
"working poor," for whom an increase in the minimum wage is most critical. 3 
Others, however, would argue that many minimum wage workers are women with 
husbands, young people with working parents, or older persons with Social Security, 
who are working for "pin money," to be able to buy a few "extras" — employees 
for whom a minimum wage may not be critically important. 

Minimum Wage Earners Primarily Young, Female 

In large measure, analysis of the minimum and sub-minimum wage population 
seems to rest upon one’s definition of "youth" and of "adult." If one thinks of a 
youth as a person between 16 and 19 years of age, then youth workers make up 
36.1 percent of wage and salary workers employed at or below the Federal minimum 
wage. This leaves 63.9 percent of such workers who are adults. For FLSA purposes, 
"youth" workers are so defined. However, even if one defines a youth as one under 
25 years of age, then the percentages are 58.1 percent youth and 41.9 percent 
adult. 

The majority of minimum wage workers, whether youth or adults, are female. 
Of wage and salary workers paid hourly rates at the minimum wage, women 
constitute 59.1 percent of those 16 years of age and over, 64.1 percent of those 
20 years old and over, and 69.2 percent of those 25 years of age and over. Similarly, 
the overwhelming majority of part-time workers are women. Of part-time workers 
(wage and salary workers) paid hourly at the Federal minimum wage, 60.0 percent 
(1,062,000) were women and 40.0 percent (708,000) were males. 

Minimum wage debates of recent years have given rise to the view that youth 
workers, however defined, have less "need" for earnings than do adult workers. 
Thus, if one defines the minimum wage workforce in a way to make it appear 
to be composed predominately of youth workers, then, some argue, the need to 
increase the Federal minimum wage under the FLSA becomes less critical. 



8 Generally, the minimum wage is viewed as payment for work actually 
performed, with a clear linkage between work and wages. Some, however, have 
suggested that a more narrowly focused approach to meeting the needs of the 
working poor might be expansion of income supplements through a tax credit. 
See U.S. Library of Congress. Congressional Research Service. Minimum Wage 
Earnings and the EITC: Making the Connection. Report No. 88-736 E, by Charles 
V. Ciccone. Washington, 1988. 23 p. 
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In addition to the Federal FLSA, there are State and local minimum wage 
laws. Where coverage is overlapping, the higher standard (the standard most 
nearly to the benefit of the worker) prevails. But, some workers are protected, 
neither by State nor by Federal minimum wage coverage. 



THE FLSA, MORE THAN JUST MINIMUM WAGES 

While public discussion of the FLSA often focuses upon the issue of the 
minimum wage, the Act also deals with other labor standards issues: notably, 
overtime pay, child labor, industrial homework, wage/hour treatment of handicapped 
workers, "equal pay" protections, etc. At times, these issues have been considered 
within the context of general amendment of the FLSA. At other times, they have 
been dealt with in separate legislation, amending the FLSA in specific and narrowly 
defined ways. 



CHANGES IN THE FLSA UNDER THE 1989 AMENDMENTS 

Is the minimum wage, per se, wise public policy? Some argue that it is not 
and that the minimum wage provisions of the FLSA ought to be repealed in toto, 
contending that they are a burden to employers and harmful to workers. Others 
argue that the minimum wage constitutes a critical protection for low-wage workers 
and a vital foundation for the general wage structure. Through half-a-century, 
however, the Congress has repeatedly reaffirmed that a Federal wage floor is both 
necessary and appropriate and has, from time to time, raised that floor. 4 



THE 101ST CONGRESS INCREASES THE FEDERAL MINIMUM WAGE 

In January 1977, following several years of consideration, Congress mandated 
a series of step increases in the Federal minimum wage. These were as follows: 
to $2.65, after January 1, 1978; to $2.90, after January 1, 1979; to $3.10, after 
January 1, 1980; and to $3.35, after January 1, 1981. 

After the last statutory increase was mandated, there was some expectation 
that Congress would immediately take up the issue again. But, at least two factors 
seem to have blocked immediate consideration of further increases: first, general 
opposition of the Reagan Administration to the concept of a minimum wage, per 
se; and, a legislative standoff between pro-minimum wage forces, urging a general 
increase in the base rate, and critics of minimum wage who often urged creation 



4 Congress adopted general amendments to the FLSA involving increases in 
the general minimum wage in 1949, 1955, 1961, 1966, 1974, 1977 and, most recently, 
in 1989. With the exception of 1955, each set of amendments mandated a series 
of step increases. 




